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LEROY J. CHUSTZ, CPA, APAC
I - P.0. BOX 158

DENHAM SPRINGS, LA 70727
225/667-2700

Fax: 225/667-3553
INDEPENDENT AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS

Board Members of
Livingston Parish Sewer District One
Denham Springs, Louisiana

I have audited the accompanying basic financial statements of the Livingston Parish Sewer District One,
a component unit of the Livingston Parish Council, as of and for the year ended December 31, 2008, as listed
in the Table of Contents. These basic financial statements are the responsibility of Livingston Parish
Sewer District One’s management. My responsibility is to express an opinion on these basic financial
staternents based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, and the Louisiana Governmental Audit Guide.
Those standards and the guide require that I plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free of material misstatement. An audit includes examining, on
atest basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall basic financial statement presentatton. [ believe that my audit provides areasonable
basis for my opinion.

In my opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position and the results of operations and cashflows of the Livingston Parish Sewer District One,
as of December 31, 2008, and for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, I have also issued my report dated July 26, 2009, on
my consideration of the Livingston Parish Sewer District One’s internal control over financial reporting
and my tests of its compliance with certain provisions of laws, regulations, and contracts. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of my audit.

My audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise the Livingston Parish Sewer District One’s basic financial statements. The accompanying
supplementary information, such as the Management’s Discussion and Analysis and the Other Supplemental
Schedules, as listed in the Table of Contents, are presented for the purpose of additional analysis and are not
a required part of the basic financial statements of the Livingston Parish Sewer District One, but is
required by the Governmental Standards Board or other standards. | have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplemental information. However, I did not audit the information and express no
opinion on it.

Leroy §. (Fresly
Certified Public Accountant
July 26, 2009
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Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Introduction

The Livingston Parish Sewer District One (the District) is pleased to present its Annual Financial Statements
developed in compliance with Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements - Management's Discussion and Analysis - For State and Local Governments (GASB 34), and related
standards.

The District’s discussion and analysis is designed to (a) assist the reader in focusing on significant financial
issues, (b) provide an overview of the District’s financial activity, (c) identify changes in the District’s financial
position, {d) identify any significant variations from the District’s financial plan, and (e} identify individual fund
issues or concemns.

Since Management’s Discussion and Analysis (MD&A) is designed to focus on the current year’s activities,
resulting changes, and currently known facts, please read it in conjunction with the District’s financial statements
in this report.

Financial Highlights

At December 31, 2008, total assets were $1,820,319, and exceeded liabilities in the amount of $1,424,144
(i.e., net assets). Of the total net assets, $672,078 was unrestricted and available to support short-term
operations, with the balance invested in capital assets, net of related debt.

+ Total bonds payable decreased to $266,565 at December 31, 2008 compared to $289,541 at the end of the
prior tiscal period, because of payment of bond principal.

» For the year ended December 31, 2008, user fee revenues (sewer sales) decreased to $284,571 as
compared to $294,483 for the fiscal year ending December 31, 2007. However, total operating
revenues increased to $407,079 as compared to $299,866 for the fiscal year ending December 31,
2008, with the increase due primarily to increases in impact fees.

« The District’s operating expenses increased by $155,883 to $421,238 as compared to $265,355 for
the prior fiscal year. The increase is due primarily to increases in the repairs and maintenance
category of $103,268 due to Hurricane Gustav and for maintenance of system facilities.



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Overview of the Annual Financial Report

Management's Discussion and Analysis (MD&A) serves as an introduction to the basic financial statements and
supplementary information. The MD&A presents an overview of management’s examination and analysis of
Washington Parish Gas Utility District No. One’s financial condition and performance.

The financial statements report information on the District using full accrual accounting methods similar to those
used in the private business sector. Financial statements include the Balance Sheet, Statement of Revenues,
Expenses, and Changes in Net Assets, and the Statement of Cash Flows. The Balance Sheet provides information
about the nature and amount of the District’s resources and obligations at year-end, and provides a basis for
evaluating the capital structure of the District and assessing the liquidity and financial flexibility of the District.

The Statement of Revenues, Expenses, and Changes in Net Assets, accounts for the revenues and expenses for the
fiscal year, and provides information on how net assets changed during the year. This statement measures the
suceess of the District’s operations in a format that can be used to determine if the District has recovered its costs
through user fees and other charges.

The Statement of Cash Flows reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities, and provides information on the source of cash receipts, what the
cash was used for, and the total change in cash for the reporting period.

The notes to the financial statements provide required disclosures essential to an understanding of the financial
statements. The notes present information about the District’s accounting policies, significant account balances
and activities, commitments, contingencies, and subsequent events, if any. Supplementary information includes a
comparative budget schedule, key information schedules on operation of the District, and if applicable, schedules
detailing audit findings and management response, as well as required reports for Single Audit disclosure.

Financial Analysis

The purpose of financial analysis is to help determine whether Livingston Parish Sewer District One is better off
as a result of the current year’s activities. In this analysis, data from two of the basic financial statements, the
Balance Sheet, and the Statement of Revenues, Expenses, and Changes in Net Assets, are presented below in
condensed format. These statements report the net assets, the difference between assets and liabilities, and the
change in net assets, which provides information for indicating the financial condition of the District, Following
these statements is a separate schedule summarizing and analyzing budget changes for the current fiscal year.



Livingston Parish Sewer District One

Management®s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Condensed Balance Sheet

2008 and 2007
Dollar Percentage
2008 2007 Change Change
Assets:
Current and Other Assets 5 872,188 § 852,540 § 19,648 2%
Capital Assets 048,131 888,791 59,340 7%
Total Assets 1,820,319 1,741,331 78,988 %
Liabilities:
Long-Tarm Debt Outstanding 242,584 266,560 (23,976) 9%
Other Liakilities 153,591 37,738 115,853 307%
Total Liabilities 396,175 304,298 91,877 30%
Net Assets:
Invested in Capital Assets, Net of Related Debt 669,642 586,232 83,410 14%
Restricted for Capital Activity and Debt Service 82,424 78,959 3,465 4%
Unrestricted 672,078 771,842 (59,764) -13%
Total Net Assets $ 1424144 § 1437033 §  (12,889) 1%

“Current and Other Assets” remained relatively constant from the prior fiscal year.

“Capital Assets” increased by $59,340, reflecting the purchase of two pump stations at $106,828 less the effect of
depreciation recorded on capital assets of $47,489.

“Total Net Assets” (fotal assets less totaf liabilities) decreased by $12,889 for the fiscal year ending December 31,
2008, because of changes in revenues and cxpenses described below,



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Condensed Statement of Revenues, Expenses and Changes in Net Assels
2008 and 2007

Yearended Year encled
December December Dollar Percentage
31, 2008 31, 2007 Change Change

Revernes:

Operating Revernes $ 40709 % 20856 $ 107213 3624

Nonoperating Revernes 24460 30214 (5,754 -1%%
Total Revernes 431,539 330,080 101,459 31%
Expenses:

Depreciation Experse 47489 46,639 850 P

Other Opemating Expense 373,749 218,716 155033 1%

Nonorerating Experse 23,190 15,516 7674 4P%
Total Bxperses 444428 280,871 163,557 58%
Changes i Net Assets (12,885 49,200 (62,098) -126%
Begmming Net Assets 1,437,033 1,387,824 49,208 4%
Ending Net Assets $ 1424144 § 1437033 $ (12889 -1%

While the Balance Sheet shows the change in financial position of net assets, the Statement of Revenues,
Expenses, and Changes in Net Assets provides answers to the nature and scope of these changes. The above table
gives an indication of how Livingston Parish Sewer District One is being conservatively managed.

Total “Operating Revenues” (including sewer fees and charges related to providing sewer services to customers)
increased by $107,213 primarily because of a $108,798 increase in revenue from impact fees. Nonoperating
Revenues, consisting primarily of interest income, decreased by $5,754.

Total operating expenses, other than depreciation, increased by $155,033 from the prior fiscal year reflecting
primarily an increase in the repairs and maintenance category of $103,268 due to Hurricane Gustav and for
maintenance of system facilities. “Depreciation Expense” remained relatively constant, and “Nonoperating
Expenses™ increased by $7,674 primarily because of $8,961 incurred for storm expenses.

The District showed a loss of $12,889 (change in net assets) for the fiscal year ending December 31, 2008,
primarily due to the effects of Hurricane Gustav and increased costs of operation.



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Budgetary Highlights

Livingston Parish Sewer District One adopts an annual operating budget in accordance with requirements of the
United States Department of Agriculture, Rural Utilities Service. This budget provides an estimate for the current
fiscal year of the proposed expenditures and the revenues that will finance the operations of the District. The
operating budget is adopted before the end of the prior fiscal year, and is amended by the Board of
Commissioners after review of monthly budget-to-actual financial reports. A summary of the approved budget is
presented below in a condensed format summarizing major revenue and expenditure categories, and is followed
by analysis of significant variations between budget and actual amounts. Although not presented as a part of the
basic financial statements, a more detailed schedule is alse presented in “Schedule 1 - Budgetary Comparison
Schedule”, as supplementary information, following the footnotes to the financial statements.

Budget vs. Actual - Fiscal Year ended December 31, 2008

Budget Actual
Year ended Year ended Favorable
December December (Un£avorable)
31, 2008 31, 2008 ‘Variance
Reverues:
Operating Revenues 5 411,500 3 407079 % (4421)
Nonoperating Reverwes 17,000 24,460 7,460
Total Reveres 428,500 431,539 3,039
Expenscs:
Depreciation Experse 48,000 47489 511
Other Operating Expense 368,100 373,749 (5,649
Nonoperating Expense 25,000 23,190 1,810
Total Expenses 441,100 444 428 (3,328)
Income (Loss) 3 (12.600) $ (12.889) § (289)

There was no significant variation between budgeted and actual revenues or budgeted and actual expenses.



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Other Significant Trends and Account Changes

Included within this section is first a listing and analysis of general trends and operating data affecting the
operation of the District. This is followed by an analysis of any significant account changes, not included within
other sections of the Management’s Discussion and Analysis.

General Operating Data
December 31, December 31, Incremse
2008 2007 (Decrease)
Customrers o964 o411 23
Total Custorers 954 o411 23
See accowrtart’s report.

Capital Assets and Debt Administration

Capital Assets

Al the end of the fiscal year ending December 31, 2008, Livingston Parish Sewer District One had $948,131 (net
of accumulated depreciation) recorded in capital assets. This includes sewer line systems and improvements,

buildings, land, and machinery and equipment used to operate the sewerage system. The changes in capital assets
are presented in the table below.

December December Increase Percentage

31, 2008 31, 2007 (Decrease) Change

Capital Assets

Lard ) 55432 % 55432 % - (07

Ukility System 1,460,583 1,362,754 106,829 8%

Buildings 168,225 168,225 - %

Mbachinery & Equipment 104,775 104,775 - (05
Subtotal 1,798,015 1,691,186 106,829 &%

Less: Accumnibated Depreciation (849,884) (802,395) (47489) o
Net Capital Assets $ MR 131 $ 888,701 $ 59340 ™

Capital Assets increased in total by $106,829 with the purchase of two new pump stations.

10



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Long-Term Debt

The primary source of long-term financing for Livingston Parish Sewer District One is revenue bonds financed by
the United States Department of Agriculture and revenue refunding bonds financed at a local banking institution.
Interest rates for long-term debt financed through USDA are at annual rate of 5.0%; financing for the revenue
refunding bonds is at 6.0%.

Bonds financed for Livingston Parish Sewer District One do not generally require a specific debt to net income or
net cash flow ratio, but bond restrictions do state that the District must set its sewer rates at a level necessary to
fund debt service requirements and to pay for the normal operating expenses of the District. One measure of the
operating performance of the District is the Debt to Net Assets ratio. This measure, viewed over time, yields a
comparison of how the District has maintained a workable ratio of total debt to net resources of the District. An
increase over an extended period of time would indicate that the District is increasing debt in relation to its
operating performance, and management should analyze other factors, such as overall profitability, to ensure that
total debt is increased only in relation to the income that will be earned by financed expansions. As indicated, the
ratio is only a measure of performance and should be reviewed over an extended period of time in combination
with other factors that indicate the profitability of the District.

December December
31, 2008 31, 2007
Total Long Tenm Debt % 242584 % 266,560
Total Net Assets 1,424,144 1,437,033
Taotal Long-Term Delx to TNet Assets Ratio 17.03%%6 18.55%%

Future Economic Plans
The Livingston Parish Sewer District One’s management approach is conservative. The Board actively monitors

revenues and expenses and evaluates the costs of proposed expansion projects. The overall approach is to offer
services at the lowest cost possible but to actively pursue projects that result in better service for customers.

11
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Statement A
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE

STATEMENT OF NET ASSETS
As of December 31, 2008
2008
Assets
Current Assets'
Cash and Cash Equivalents - Unrestricted $ 140,839
Investments - Unrestricted 534,505
Receivables, Net:
Accounts 23,365
Prepaid Insurance 20,974
Total Current Assets 719,683
Restricted Assets:
Restricted Cash and Cash Equivalents 58,232
Restricted Investments 94,113
Total Restricted Assets 152,345
Property, Plant & Equipment
Land 55,432
Property, Plant and Equipment, Net 892,699
Total Property, Plant, and Equipment 948,131
Other Assets
Meter Deposits 160
Total Other Assets 160
TOTAL ASSETS 1,820,319
Liabilities
Current Liabilities {Payable From Current Assets):
Accounts Payable 117,664
Due to Other Governments 22
Total Current Liabihties (Payable From Current Assets) 117,686
Current Liabilities (Payable from Restricted Assets)
Accrued Interest Payable 11,924
Revenue Bonds Payable 23,981
Total Current Liabilities (Payable from Restricted Assets) 35,905
Long-Term Liabilities
Bond Payable 242,584
Total Long-Term Laabikities 242,584
Long-Term Liabilities
TOTAL LIABILITIES 396,175
Net Assets
Invested in Capital Assets, Net of Related Debt 669,642
Restricted for-
Capital Projects and Debt Service 82,424
Unrestricted 672,078
Total Net Assets 5 1,424,144

The accompanying notes are an integral part of this statement
-13-



Statement B
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2008

2008
OPERATING REVENUES:
Sewer Fees $ 284,571
Permits & Inspection Fees 112,007
User Fees 10,501
Total Operating Revenues 407,079
OPERATING EXPENSES:
Payroll Taxes & Group Insurance 151
Per Diem 1,980
Billing Costs 11,769
Depreciation 47,489
insurance 20,454
Other 2,752
Professional Fees 19,703
Repairs and Maintenance 270,161
Supplies 11,559
Utilities 35,220
Total Operating Expenses 421,238
Operating Income (Loss) (14,159)
NON-OPERATING REVENUES
Interest Income 24,460
Interest Expense (14,229)
Storm Expense (8,961)
Total Non-operating Revenues (Expenses) 1,270
Change in Net Assets (12,889)
Total Net Assets, Beginning 1,437,033
Total Net Assets, Ending b3 1,424,144

The accompanying notes are an integral part of this statement
-14-



Siatement C
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2008

Cash Flows From Operating Activities

Received From Customers 3 407,852

Payments for Operations (371,661)

Payments to Employees (151)
Net Cash Provided by Operating Activities 36,040

Cash Flows From Capital and Related Financing Activities
Proceeds from sale of Capital Acquisitions -
(Payments for) Storm Expenses {8,961)

Principal Proceeds from (Repayments for) Long-Term Debt (22,976}
Interest Payments for Long-Term Debt (15,323)
Net Cash (Used) by Capital and Related Financing Activities (47,260)
Cash Flows From Investing Activities
Receipt of Interest 24,460
Proceeds from sale (Payments) for Investments (58,015)
Net Cash Provided by Investing Activities (33,555)
Net Cash Increase (Decrease) in Cash and Cash Equivalents (44,775)
Cash and Cash Equivalents, Beginning of Year 243 846
Cash and Cash Equivalents, End of Year $ 199,071
Reconciliation of Cash & Cash Equivalents to the Statement of Net Assets
Cash & Cash Equivalents, Unrestricted $ 140,839
Cash & Cash Equivalents, Restricted 58,232
Total Cash & Cash Equivalents 5 199,071
Reconciliation of Operating Income (Loss) to Net Cash Provided (Used) by Operating Activities
Operating Income (Loss) $ (14,159)
Adjustments 1o Reconcile Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities
Depreciation 47,489
(Increase) decrease in Accounts Receivable 773
(Increase) decrease in Prepaid Insurance (7.181)
Increase {decrease) in Accounts Payable for Operating Activities 9,118
Net Cash Provided by Operating Activities $ 36,040

The accompanying notes are an integral part of this statement
-15-
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

INTRODUCTION

Livingston Parish Sewerage District Number One (the District) was created by the Livingston Parish Police
Jury (now the Livingston Parish Council) on October 26, 1974, pursuant to the provisions of R.S. 333811,
et. seq., of the Louisiana Revised Statutes of 1950.

The District is located in Denham Springs, Louisiana. The purpose of the District is to provide sanitation
services to customers within the boundaries of the District. The board is composed of three board members
appointed by the Livingston Parish Council. Board members are compensated for meeting attendance at the
rate of $60.00 per meeting. ‘

GASB Statement No. 14, The Reporting Entity, established criteria for determining the governmental
reporting entity and component units that should be included within the reporting entity. Under provisions
of this Statement, the Livingston Parish Sewer District One is considered a component unit of the
Livingston Parish Council. Asacomponent unit, the accompanying financial statements should be included
within the reporting of the primary government, either blended into those financial statements or separately
reported as discrete component units.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A, Measurement Focus and Basis of Accounting and Financial Statement Presentation

The District’s financial statements are prepared on the full accrual basis in accordance with
accounting principles generally accepted in the United States of America. The District
applies all Governmental Accounting Standards Board (GASB) pronouncements as well as
Financial Accounting Standards Board (FASB) statements and interpretations, and the
Accounting Principle Board (APB) of the Committee On Accounting Procedure, issued on
or before November 30, 1989, unless those pronouncements conflict or contradict with
GASE pronouncements.

These financial statements are presented in conformance with GASB Statement No, 34, Basic
Financial Statements, Management’s Discussion and Analysis, for State and Local
Governments. Statement No. 34 established standards for financial reporting, with
presentation requirements including a statement of net assets (or balance sheet}, a statement
of activities and changes in net assets, and a statement of cash flows. The District has also
adopted the provisions of GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, that require capital contributions to the District be presented as
a change in net assets.

S17-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

All activities of the District are accounted for in a single proprietary (enterprise) fund.
Proprietary funds are used to account for operations that are financed and operated in a
manner similar to private business enterprise, where the intent of the governing authority is
that the cost (expenses, including depreciation) of providing services on a continuing basis
be financed or recovered primarily through user charges.

The government-wide financial statements report information on all of the nonfiduciary
activities of Livingston Parish Sewerage District One. For the most part, the effect of
interfund activity has beern removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1) charges
to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2} grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
All individual governmental funds and individual enterprise funds are reported as separate
columns in the fund financial statements. The Livingston Parish Sewerage District One has
no governmental funds and only one proprietary fund.

Under the accrual basis of accounting, revenues are recognized when earned and expenses
are recognized at the time the liabilities are incurred.

The term focus denotes what is being measured and reported in the District’s operating
statement. Financial operations of the District are accounted for on the flow of economic
resources measurement focus. With this measurement focus, all of the assets and liabilities
available to the District for the purpose of providing goods and services to the public are
included on the batance sheet. The activity statement includes all costs of providing goods
and services during the period.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the proprietary funds are user charges for the services
provided by the enterprise funds. Operating expenses for enterprise funds and internal
service funds include the cost of sales and services, administrative expenses, and

-18-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Cash and Cash Equivalents

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money
market accounts. Cash equivalents include amounts in time deposits and those investments
with original maturities of 90 days or less. State law and the District’s investment policy
allow the District to invest in collateralized certificates of deposit, govemment-backed
securities, commercial paper, the state-sponsored investment pool, and mutual funds
consisting solely of government-backed securities.

Investments

Investments are limited by Louisiana Revised Statute (R.S.) 33:2955 and the District’s
investment policy. If the original maturities of investments exceed 90 days, they are
classified as investments; however, if the original maturities are 90 days or less, they are
classified as cash equivalents.

The following disclosures are required by GASB Statement No. 31:

. The District uses the quoted market prices to estimate the fair value of the
investments.
. None of the investments are reported at amortized cost.
. There is no involuntary participation in an external investment pool.
Inventories

Purchases of various operating supplies are regarded as expenditures at the time purchased,
and inventories of such supplies (if any) are not recorded as assets at the close of the fiscal
year. As of December 31, 2008, the District had no significant inventory.

Prepaid Items

Payments made to vendors that will benefit periods beyond the end of the current calendar
year are recorded as prepaid items. Prepaid items consist of prepaid insurance premiums.

-19-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Restricted Assets

Certain proceeds of the enterprise fund revenue bonds, as well as certain resources set aside
for their repayment, are classified as restricted assets because their use is limited by
applicable bond covenants.

Capital Assets

Capital assets of the District are defined by the District as assets with an initial, individual
cost of more than $500, and an estimated useful life in excess of one year. Capital assets are
recorded at either historical cost or estimated historical cost. Donated assets, including water
systems donated for continued maintenance by the District, are valued at their estimated fair
market value on the date donated. Depreciation of all exhaustible fixed assets is charged as
an expense against operations. Depreciation is computed using the straight-line method over
the estimated useful lives of the assets, as fcllows:

All capital assets, other than land, are depreciated using the straight-line method over the
following useful lives:

Estimated

Description Lives
Infrastructure assets 40
Land improvements 40
Buildings and building improvements 40
Furniture and fixtures ' 5-10
Vehicles 5
Equipment 3-10

The costs of normal maintenance and repairs that do not add to the value of the asset or
materiality or extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is included as part of the
capitalized value of the assets constructed.

Compensated Absences

Employees of the District can earn leave based on the number of hours worked cach pay

period. At this time the District has no provisions for leave carryover; therefore, a leave
accrual was not recorded in the financial statements.

-20-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Long-Term Obligations

Long-term liabilities are recognized within the Enterprise Fund. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds.
Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt using the effective interest method.

Net Assets

GASB Statement No. 34, Basic Financial Statements, Management’s Discussion and
Analysis, for State and Local Governments, requires classification of net assets, the
difference between the District’s assets and liabilities, into three components, as described
below:

. Invested in capital assets, net of related debt - This component of net assets
consists of capital assets, including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any
bonds, or indebtedness attributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent proceeds at
year-end, the portion of the debt attributable to the unspent proceeds is not
included in the calculation of invested in capital assets, net of related debt.
Rather, that portion of the debt is included in the same net assets calculation
as unspent proceeds.

. Restricted - This component of net assets consists of constraints placed on net
asset use through external constraints imposed by creditors (such as through
debt covenants), grantors, contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions
or enabling legislation.

. Unrestricted - This component of net assets consists of net assets that do not
meet the definition of “restricted” or “invested in capital assets, net of related
debt”.

Extracrdinary and Special Items

Extraordinary itemns are transactions or events that are both unusual in nature and infrequent
inoccurrence, Special items are transactions or events within the control of the municipality,
which are either unusual in nature or infrequent in occurrence.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

assumptions that effect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

CASH AND CASH EQUIVALENTS

AtDecember 31, 2008, the District had cash and cash equivalents (book balances) totaling $199,071,
as follows:

December 31, 2008
Demand Deposits h 140,839
Trust Funds 58,232
Total $ 199,071

These deposits are stated at cost, which approximates market. Under state law, these deposits (or
the resulting bank balances) must be secured by federal deposit insurance of the pledge of securities
owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit
insurance must at all times equal the amount on deposit with the fiscal agent. These securities are
held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually
acceptable to both parties.

At December 31, 2008, the District has $201,702 in cash and cash equivalents deposits (collected
bank balances), consisting of $143,470 in demand deposits and $58,232 in Trust Funds. The
demand deposits of $143,470 are secured from risk by $250,000 of federal deposit insurance and the
$58,272 of Trust Funds consists of United States treasury securities not required to be collateralized.

In addition, at December 31, 2008, the District also has $628,618 in certificates of deposits
categorized as investments. The $628,618 consists of a $34,748 certificate of deposit at one bank
fully collateralized by federal deposit insurance, and $593,870 of certificates of deposit secured from
risk by $250,000 of federal deposit insurance and $343,870 of pledged securities held by the
custodial bank in the name of the fiscal agent bank (GASB Category 3).

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions
of GASB Statement 3, Louisiana Revised Statutes 39:1229 imposes a statutory requirement on the
custodial bank to advertise and sell the pledged securities within 10 days of being notified by the
District that the fiscal agent has failed to pay deposited funds upon demand.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Deposits (bank balances) secured at December 31, 2008, are as follows:

Category | — Insured by FDIC or collateralized with securities held by the Board or by its agent in
its name.

Category 2 — Uninsured but collateralized with securities held by the pledging financial institution’s
trust department or agent in the Board’s name.

Category 3 — Uninsured and uncollateralized; or collateralized with securities held by the pledging
financial institution, or by its trust department or agent but not in the Board’s name; or collateralized
with no written or approved collateral agreement.

Custody Credit Risk Catepory Not Required
Total Bank To Be Total Carrying
Type of Deposits Balance 1 2 3 Collateralized Value

Cash and Cash Equivalents b 14347C § 143,470 - - -5 140,839

Certificates of Deposit 628,618 284,747 -3 343,871 - 628,618
{With original maturities in excess of three months)

Restricled Assets - Trust Accounts 58,232 - - - 58,232 58,232

Total Deposits $ 830,320 5 428,217 -§ 343,871 § 58,232 § 827,689

3 INVESTMENTS

Investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the District or its agent in the District’s
name.
2. Uninsured and unregistered, with securities held by the counter party’s trust

department or agent in the District’s name.

3. Uninsured and unregistered, with securities held by the counter party, or by its trust
department or agent, but not in the District’s name.

All investments held by the District fall into Category | creditrisk, defined as: “insured or registered,
or securities held by the District or its agent in the District’s name”. In accordance with GASB 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools, all
investments are carried at fair value, with the estimate of fair value based on quoted market prices.

All investments are stated on the balance sheet (carrying value) at market value. All investments are

in the name of the District and are held at the District’s office. Because their investments are in the
name of the District and are held by the District or the District’s agent, the investments are considered

_93-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

insured and registered, Category (1), in applying the credit risk of GASB Codification Section
150.164.

RECEIVABLE

At December 31, 2008, the Dastrict recorded $23,365 in customer accounts receivable. Billing
services for the District are contracted with Ward 2 Water District of Livingston Parish and the City
of Denham Springs. Accounts receivable at fiscal year-end inciudes the amounts collected but not
yet remitted to the District. Customer accounts are written off as deemed uncollectible and any
allowance for uncollectible accounts is deemed immaterial at fiscal year end.

RESTRICTED ASSETS

The following 1s a summary of restricted assets at December 31, 2008:

December
31,2008
Restricted Cash and Cash Equivalents
Bond Reserve Account $ 14,023
Bond Contingency Account 27,269
Bond Sinking Account 16,940
Restricted Investments
Bond Reserve Account 24,192
Bond Contingency Account 51,797
Bond Sinking Account 18,124
Total Restricted Assets $ 152345
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE

Denham Springs, Louisiana
Notes to the Financial Statements

As of and for the Year Ended December 31, 2008

6. CAPITAL ASSETS

A summary of changes in capital assets during the fiscal year ending December 31, 2008, is as

follows:
Beginning Ending
Balance Additions and Deletions and Balance
12/31/07 Reclassifications  Reclassifications 12/31/08
Capital Assets Being Depreciated
Utility System $ 1,362,754 $ 106,828 - 1,469,583
Buildings 168,225 - - 168,225
Machinery & Equipment 104,775 - - 104,775
Total Capital Assets Being Depreciated $ 1,635,754 5 106,828 - $ 1,742,583
Less Accumulated Depreciation
Utility System (739,992) (34,299) - (774,291)
Buildings (357) (4,206) - {(4,563)
Machinery and Equipment (62,046) (8,984) - (71,030)
Capital Assets Being Depreciated, Net (802,395) (47,489) - (849,884)
Land 55,432 - - 55,432
Construction in Progress - - - -
Total Capital Assets, Net 3 888,791 $ 59,339 - 3 948,131

Durng the fiscal year ending December 31, 2008, capital assets increased by $106,828 for the purchase
of two pump stations. All assets ate depreciated under the straight-line method. Depreciation expense
for the fiscal year ending December 31, 2008, totaled §47,489.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

7. LONG-TERM DEBT

The foliowing is a summary of loan transactions of the Sewer District for the year ending December

31, 2008:
Beginning Ending Due Within
Description Balance Additions Deletions Balance Oune Year
Long-Term Debt
USDA 1984 Revenue
Bonds, Loan 92-01 5 204,541 - 3 {7,976) 3 196,565 § 7,981
Sewer Revenue Refund
Bonds, Series 1997-A 85,000 - 5 (15,000) 70,000 16,000
Total Long-Term Debt $ 289541 - 3 (2976) $ 266565 $ 23,981
Bonds Payable as of December 31, 2008, are as follows:
December 31,
2008
Revenue Bond $307,000
Sewer Revenue Bonds, L.oan 92-01 sold to Rural Utility
Service
Dated 02/28/1984 due in annual installments of principal and
interest of $18,203 through 02/28/2024 - interest at 5.0% b 196,563
Revenue Bond  $198,000
Sewer Revenue Refunding Bonds, Series 1997-A
Dated 05/13/1997 due in annual installments of principal and
interest varying from $18,405 to $20,780 through 02/28/2012 -
interest at 6.0% ) 70,000
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

The annual requirements to amortize all long-term debt outstanding at December 31, 2008,
including interest payments of $105,483 are as follows:

Series 1997-A

USDA 1984 Revenue
Year Ending Revenue Bonds Refunding
12/31/08 $307.0000 Bonds $198,000 Total
2009 5 18,203 3 20,200 5 38,403
2010 18,203 20,240 38,443
2011 18,203 20,220 38,423
2012 18,203 20,140 38,343
2013 18,203 - 18,203
201410 2018 51,015 - 91,015
2019 to 2023 91,015 - 91,015
2024 to 2028 18,203 - . 18,203
Total $ 291,248 $ 80,800 $ 372,048

FLOW OF FUNDS, RESTRICTIONS ON USE

On February 28, 1984, the District issued $307,000 of United States Farmers Home Administration
(now referred to as USDA) Sewer Revenue Bonds. The bonds were issued at an annual interest rate
of 5.0%, and are due in annual installments of $18,203 through February 28, 2024.

OnMay 13, 1997, the District issued $198,000 of Sewer Revenue Refunding Bonds, Series 1997-A,
at an interest rate of 6.0%, with the bonds maturing on February 28, 2012. These bonds were issued
in parity with the 1984 USDA Bonds and the bond restrictions described below apply to hoth
outstanding revenue bonds.

Sewerage System Bond and Interest Sinking Fund (the Sinking Fund): Each month the
District shall transfer from the Sewer Revenue Fund to the regularly designated fiscal agent
bank of the Issuer (which must be a member of the Federal Deposit Insurance Corporation),
monthly in advance on or before the 20" day of each month of each year a sum equal to %
of the principal and interest falling due on the next principal and interest payment date,
together with such additional proportionate sums as may be required to pay said principals
and interest as the same respectively become due. Money in the Sinking Fund shall be
deposited as trust funds and shall be used solely and is hereby expressly and exclusively
pledged for the purpose of paying principal and interest on the bond and parity bonds. Said
fiscal agent shall make available from the revenue bond sinking fund to the paying agent
such funds as are available from the Sinking Fund, at least ten days in advance of the date
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Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

on which each payment of principal or interest falls due, funds fully sufficient to pay
prompily the principle and interest so falling due on such date. At fiscal year end, all
required bond and interest installments for the District had been made as required, and the
Sinking Fund was fully funded.

Sewerage System Revenue Bond Reserve Fund (the Reserve Fund): Each month the District
must transfer into the Reserve fund, monthly in advance on or before the 20" day of each
month of each year, a sum as equal to 5% of the sum required by applicable bond covenants,
such payments to continue until an amount of money has been accumulated in the Reserve
Fund equal to the highest combined principal and interest requirements for a succeeding
twelve (12) month period on such bonds payable from the Reserve Fund. The amount that
must be deposited each month to the Reserve Fund is equal to 5% of the required monthly
interest and principal installments for outstanding parity bonds.

The money in the Reserve Fund is to be retained solely for the purpose of paying the
principals of interest on bonds payable from the Sinking Fund as to which there would
otherwise be default. In the event that additional pari passu bonds are issued hereafter in the
manner provided by the resolution, there shall be transferred from the Sewerage System
Revenue Fund into the Revenue Bond Sinking Fund, monthly or annually, such amounts (as
may be designated in the resolution authorizing the issuance of such pari passu bonds) as will
increase the total amount on deposit in the Reserve Fund within a period not exceeding five
(5) years from the day of delivery of the parity bonds to a sum equal to the highest combined
principal and interest requirements in any succeeding fiscal year on all outstanding bonds
issued pursuant to the terms of this resolution, including such pari passu bonds. At fiscal
year end, all required Reserve Fund monthly deposits for the District had been made as
required, and the reserve Fund was fully funded.

Sewerage System Depreciation and Contingency Fund (the Depreciation and Contingency
Fund): Each month the District shall transfer from the Sewerage System Revenue Fund an
amount monthly in advance on or before the 20" day of each month of each year beginning
with the first month following completion of the improvements and extensions to the System
financed with the proceeds of the Bonds, the sum equal to 5% of the amount, but not less that
$168 per month for each parity bond, to be paid monthly into the Sinking Fund. All monies
in the Depreciation and Contingency Fund may be drawn on and used by the District for the
purpose of paying the cost of unusual or extraordinary maintenance, repairs, replacements
and extensions, and the costs of improvements to the Sewerage System will either enhance
its revenue-producing capacity or provide a higher degree of service. In the event the
available balances in the Revenue Bond Sinking Fund and Sewerage System Revenue Bond
Reserve Fund are insufficient, monies on deposit in the Depreciation and Contingency Fund
shall be transferred in such amounts as are necessary to eliminate the deficiencies,
respectively, in the Revenue Bond Sinking Fund and Reserve Fund. At fiscal year end, all
required Depreciation and Contingency Fund monthly deposits for the District had been
made as required, and the Depreciation and Contingency Fund was fully funded.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

RESTRICTED AND DESIGNATED NET ASSETS

At December 31, 2008, Livingston Parish Sewer District One recorded $152,345 in Restricted Net
Assets (Restricted for Capital Activity and Debt Service), representing the District’s funds restricted
by revenue bond debt covenants, contracts with customers for meter deposits, and the unspent
portion of capital debt related to amounts restricted for capital projects less liabilities related to these
restricted funds. A liability relates to restricted assets if the asset results from incurring the liability
or if the liability will be liquidated with the restricted assets.

INTERGOVERNMENTAL AGREEMENT

Billing services for the District are contracted to the City of Denham Springs and Waterworks
District No. 2 of Livingston Parish. In addition, the District maintains contracts for sewer
maintenance, primarily with Livingston Parish Sewer District No. 2, and paid a total of $147,732,
to outside parties for sewer maintenance for the fiscal year ending December 31, 2008,

RISK MANAGEMENT

The District is exposed to various risks of loss related to theft, damage, or destruction of assets, torts,
injuries, natural disasters, and many unforeseeable events. The District purchases commercial
insurance policies and bonds for any and all claims related to the aforementioned risks. The
District’s payment of the insurance policy deductible is the only liability associated with these
policies and bonds.

LITIGATION

According to the District’s legal counsel, there is no pending litigation against Livingston Parish
Sewer District One.

OTHER MATTERS

At the time of the issuance of these financial statements there were ongoing investigations
conducted by multiple levels of governmental authorities. The specifics of the matters under
investigation were not available for inclusion in these financial statements. It is our understanding
that one or more reports will be issued upon conclusion of those investigations.
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Schedule 1
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
BUDGET TO ACTUAL COMPARISON
For the Year Ended December 31, 2008

Yariance
2008 2008 Favorable
Budget Actual {Unfavorable)
Operating Revenues
Sewer Fees b 200,000 $ 284,571 s (5,429)
Permits & Inspection fees 111,500 112,007 507
User Fees 10,000 10,501 501
Total Operating Revenues 411,500 407,079 (4,421)
Operating Expenses
Payrol]l Taxes & Group Insurance 150 151 (1)
Per Diem 1,900 1,980 (80)
Billing Costs 5,350 11,769 (6,419)
Depreciation 43,000 47,489 511
Insurance 32,000 20,454 11,546
Other 3,200 2,752 448
Professional Fees 19,000 19,703 (703)
Repairs and Maintenance 269,500 270,161 {661)
Supplies 7,000 11,559 (4,559)
Utilities 30,000 35,220 (5,220)
Total Operating Expense 416,100 421,238 {(5,138)
Operating Income (Expenses) (4,600) (14,159) (9,559)
Non-operating Revenues (Expenses)
Interest [ncome 17,000 24,460 7,460
Interest Expense (16,000) (14,229) (L7
Storm Expense {9,000) {8,961) 39
Total Non-Operating Revenue (Expense) (8,000) 1,270 3,728
Change in Net Assets {12,600) (12,889
Total Net Assets, Beginning 1,437,033 1,437,033
Total net Assets, Ending b 1,424,433 § 1,424,144

The accompanying notes are an integral part of this statement
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Insurance Company/

Livingston Parish Sewer District Number One

Schedule of Insurance

For the Year Ended December 31, 2008

Schedule 2

Policy Number Coverage Amount Period
Amertcan Alternative Commercial Property $6,736,500  10/31/2008 to 10/31/2009
Insurance Corp (AAIC)  General Liability:

Policy # SD-1S-5P General Aggregate $3,000,000
9153563-1/0 Each Occurrence $1,000,000
Management Liability:
General Aggregate $3,000,000
Each “Wrongful Act” or Offense  $1,000,000
Equipment Floater (As Scheduled) § 164,687
CNA Surety Co.
Employee Dishonesty (Position
Bond # 0601 18279338  Schedule) $ 150,000 09/17/2008 to 09/17/2009
Louisiana Workers Workers Comp at Statutory
Comp Corp Limitations: 03/24/08 to 03/24/2009
Employers” Liabtlity (each
Policy # CAP 15296-B  accident) $ 100,000
Employees’ Liability {each
accident) $ 100,000
Trinity Universal Commercial Auto:
Policy # CAP Liability (Comb. Single Limit-
0012117102 CSL) $ 500,000 03/16/2008 to 03/16/2009
Uninsured Motorist (CSL) $ 500,000

Physical Damage (As Scheduled)

Note: The Employee Dishonesty Bond described above is issued separately for Livingston Parish
Sewer District Number One. Other policies are 1ssued jointly for Livingston Parish Sewer District
Number One and Livingston Parish Sewer District Number Two.
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Livingston Parish Sewer District Number One

Schedule of Compensation Paid to Board of Commissioners

For the Year Ended December 31, 2008

Schedule 3

Name and Title/ Compensation

Contact Number Address Received Term Expiration
Layton Ricks, President 451 Brenda Drive
(225) 665-7816 Denham Springs, LA 70726  § 600 Untl Re-appointed
Michael Dougay, Board Member 8464 Harold Drive
(225) 791-8295 Denham Springs, LA 70726 660 Untl Re-appointed
Michael R. Swain, Board Member 443 Brenda Duve
(225) 665-1931 Denham Spnngs, LA 70726 720 Unt] Re-appointed

$ 1,980
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Livingston Parish Sewer District Number One
Schedule of Sewer Rates
For the Year Ended December 31, 2008

Schedule 4

Effective June 1, 2008, a $300.98 Tap Fee (plus road bore) plus additional Impact Fee was

established as indicated below:

Sewer Fees Impact Fee Tap Fees
$9.90 - First 2,000 Gallons b 1,547 3/4" Tap
2.52 - Per next 1,000 Gailons of Water up to 5,000 ¥ 1,602 1" Tap
Gallons
2.12 - Per next 1,000 Gallons of Water up to 10,000 $ 4,776 1 & 1 %" Tap
Gallons
1.37 - Per next 1,000 Gallons of Water over 10,000 3 19,923 2" Tap
Gallons

$ 21,299 3" Tap
$ 51,653 4" Tap
$ 109,926 6" Tap
§ 314,819 8" Tap
Schedule 5

Livingston Parish Sewer District Number One
Schedule of Sewer Customers
For the Year Ended December 31, 2008

As of December 31, 2008, the District had the following number of customers:

December 31, 2008

Customers

964

Total Customers

964
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OTHER REPORTS REQUIRED BY
GOVERNMENT AUDITING STANDARDS

The following pages contain a report on compliance with laws and regulations and on internal control over
financial reporting as required by Government Auditing Standards., issued by the Comptroller General of
the United States. This report is based solely on the audit of the financial statements and includes, where
appropriate, any reportable condittons and/or material misstatements in internal control or compliance

matters that would be material to the presented financial statements.
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LEROY J. CHUSTZ, CPA, APAC
. - P.0. BOX 155

DENHAM SPRINGS, LA 70727
225/667-2700
Fax: 225/667-3553

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board Members of
Livingston Parish Sewer District One
Denham Springs, Louisiana

I have audited the basic financial statements of Livingston Parish Sewer District One, Denham Springs,
Louisiana, a component unit of the Livingston Parish Council, as of and for the year ended December 31,
2008, and have issued my report thereon dated July 26, 2009. 1 conducted my audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing my audit, [ considered the Livingston Parish Sewer District One’s internal control
over financial reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Livingston
Parish Sewer District One’s intemnal control over financial reporting. Accordingly, I do not express an opinion
on the effectiveness of the Livingston Parish Sewer District One’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.

My consideration of intemal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. 1 did not
identify any deficiencies in intemal control over financial reporting that I consider to be material
weaknesses, as defined above.

Compliance

As part of obtaining reasonable assurance about whether the Livingston Parish Sewer District One’s
financial statements are free of material misstatement, | performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, I do not
express such an opinion. The results of my tests disclosed one instance of noncompliance that is required
to be reported under Government Auditing Standards and the Louisiana Governmental Audit Guide and
which is identified as 2008-1 in the accompanying Schedule of Findings and Questioned Costs.
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This report is intended solely for the information and use of Livingston Parish Sewer District One’s
management, pass-through entities, and the Legisiative Auditor, and is not intended to be and should not be
used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

Certified Public Accountant, APAC
July 26, 2009
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2008

I have audited the basic financial statements of Livingston Parish Sewer District Number One as of and for
the year ended December 31, 2008, and have issued my report thereon dated July 26, 2009. I conducted my
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. My audit of the financial statements as of December 31, 2008,
resulted in an unqualified opinion.

Section I Summary of Auditor’s Reports

A. Report on Internal Contrel and Compliance Material to the Financial Statements

Internal Control
Material Weaknesses O Yes ® No  Significant Deficiencies O Yes R No

Compliance
Compliance Material to Financial Statements ® Yes O No

B. Federal Awards ® Not Applicable

Internal Control
Material Weaknesses O Yes ONo Reportable Conditions O Yes O No

Type of Opinion On Compliance Unqualified O Qualified O
For Major Programs Disclaimer O Adverse O

Are there findings required to be reported in accordance with Circular A-133, Section .510(a)?
OYes ONo

Was a management letter issued? D Yes O No

C. Identification of Major Programs:

CFDA Number(s) Name of Federal Program (or Cluster)
Dollar threshold used to distinguish between Type A and Type B Programs: i
Is the auditee a “low-risk’ auditee, as defined by OMB Circular A-133? OYes ONo
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended December 31, 2008

Section II Financial Statement Findings

2008-1 Timely Issuance of Audited Financial Statements
NON COMPLIANCE

Condition

Louisiana Revised Statute 24:517 requires that audited financial statements be issued within six months of
the close of the fiscal year.

Finding

The audited financial statements of the year ended December 31, 2008, were not issued timely as required
by the above statute,

Recommendation

The District should issue its audited financial statements within six months of the close of the fiscal year for
all future periods.

Management's Response
Management contracted with an accounting firm to compile generally accepted financial statements however

the firm did not finish the compilation until mid June, 2009. Management intends to require carlier
completion of the compilation for the year 2009.

Section [II Federal Award Findings and Questioned Costs

No Section [II Findings.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF PRIOR YEAR FINDINGS
For the Year Ended December 31, 2008

SECTION | INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FINANCIAL
STATEMENTS

2007-1 Possible Ethics Violation Status: Resolved

SECTION IT INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FEDERAL AWARDS

No Section I Findings.

SECTION IlI MANAGEMENT LETTER

No Section III Findings.
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LERQY J. CHUSTZ, CPA, APAC

DENHAM SPRINGS, LA 70727
225/667-2700
Fax- 225/667-3553

July 23, 2009

To the Board of Commissioners of
Livingston Parish Sewer District One

I have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Livingston Parish Sewer District One for the year ended December 31, 2008, and have issued
my report thereon dated July 26, 2009. Professional standards require that I provide you with the following
information related to my audit.

My Responsibility under U S, Generally Accepted Auditing Standards and Government Auditing Standards

As stated in my engagement letter dated July 21, 2008, my responsibility, as described by professional
standards, is to express opinions about whether the financial statements prepared by management with your
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. My audit of the financial statements does not relieve you or management of your responsibilities.

As a part of my audit, I considered the internal control of Livingston Parish Sewer District One. Such
considerations were solely for the purpose of determining my audit procedures and not to provide any
assurance concerning such internal control.

As a part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, I performed tests of Livingston Parish Sewer District One’s compliance with certain provisions
of laws, regulations, contracts, and grants. However, the objective of my tests was not to provide an opinion
on compliance with such provisions.

My responsibility is to plan and perform the audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement.

I am responsible for communicating significant matters related to the audit that are, in my professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, [ am not
required to design procedures specifically to identify such matters.

My responsibility for other information in documents containing the entity’s financial statements and report
does not extend beyond the financial information identified in the report. I do not have an obligation to

perform any procedures to corroborate other information contained in these documents, such as
management’s discussion and analysis and supplementary budgetary statements.

Planned Scope and Timing of the Audit

] performed the audit according to the planned scope and timing previously communicated to you in my
Entrance Memorandum about planning matters on November 19, 2008,
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Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In accordance with
the terms of my engagement letter, I will advise management about the appropriateness of accounting policies
and their application. The significant accounting policy used by Livingston Parish Sewer District One is
described in Note 1 to the financial statements; no new accounting policies were adopted and the application
of existing policies was not changed during 2008. I noted no transactions entered into by the governmental
unit during the year for which there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different period than when the
transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimate affecting the financial statements was:

Management’s estimate of the depreciation expense and useful life of capital assets is based on policy
guidelines. I evaluated the key factors and assumptions used to develop the capital asset policy in
determining that it 1s reasonable in relation to the financial statements taken as a whole.
The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to financial statement users. The most

sensitive disclosure affecting the financial statements was:

The disclosure of capital assets and the related depreciation expense. Since 52% of total assets are
comprised of depreciable capital assets, the estimate of useful lives is particularly significant.

Difficulties Encountered in Performing the Audit

I encountered no significant difficulties in dealing with management in performing and completing my audit.
Corrected and Uncorrected Misstatements

Professional standards require me to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management. No
adjustments were identified in the course of my audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resofved to my satisfaction, that could be significant

to the financial statements or the auditor’s report. [ am pleased to report that no such disagreements arose
during the course of my audit.
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Management Representations

I have requested certain representations from management that are included in the management representation
letter dated July 26, 2009.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the government unit’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, my professional standards require the consulting
accountant to check with me to determine that the consultant has all the relevant facts. To my knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

I generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the government unit’s auditor, However, these
discussions occurred in the normal course of my professional relationship and my responses were not a
condition to my retention.

This information is intended solety for the use of the members of the board and management of Livingston
Parish Sewer District One and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

Leroy b (Fuesl
Leroy J. Chustz, CPA, APAC
July 26, 2009
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LEROY J. CHUSTZ, CPA, APAC
I 75 g 153

DENHAM SPRINGS, LA 70727
225/667-2700
Fax: 225/667-3553

INDEPENDENT AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS

Board Members of
Livingston Parish Sewer District One
Denham Springs, Louisiana

I have audited the accompanying basic financial statements of the Livingston Parish Sewer District One,
a component unit of the Livingston Parish Council, as of and for the yearended December 31, 2008, as listed
in the Table of Contents. These basic financial statements are the responsibility of Livingston Parish
Sewer District One’s management. My responsibility is to express an opinion on these basic financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, and the Louisiana Governmental Audit Guide.
Those standards and the guide require that I plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free of material misstatement. An audit includes examining, on
atest basis, evidence supporting the amounts and disclosures in the basic financial statements. Anauditalso
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall basic financial statement presentation. I believe that my audit provides areasonable
basis for my opinion.

In my opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position and the results of operations and cashflows of the Livingston Parish Sewer District One,
as of December 31, 2008, and for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, 1 have also issued my report dated July 26, 2009, on
my consideration of the Livingston Parish Sewer District One’s internal control over financial reporting
and my tests of its compliance with certain provisions of laws, regulations, and contracts. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of my audit.

My audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise the Livingston Parish Sewer District One’s basic financial statements. The accompanying
supplementary information, such as the Management’s Discussion and Analysis and the Other Supplemental
Schedules, as listed in the Table of Contents, are presented for the purpose of additional analysis and are not
a required part of the basic financial statements of the Livingston Parish Sewer District One, but is
required by the Governmental Standards Board or other standards. I have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplemental information. However, [ did not audit the information and express no
opinion on it.

Letoy 4 (Fusls
Certified Public Accountant
July 26, 2009
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Management’s Discussion and Analysis



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Intreduction

The Livingston Parish Sewer District One (the District) is pleased to present its Annual Financial Statements
developed in compliance with Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements - Management's Discussion and Analysis - For State and Local Governments (GASB 34), and related
standards.

The District’s discussion and analysis is designed to (a) assist the reader in focusing on significant financial
issues, (b) provide an overview of the District’s financial activity, (c) identify changes in the District’s financial
position, (d) identify any significant variations from the District’s financial plan, and (¢) identify individual fund
issues or concerns.

Since Management's Discussion and Analysis (MD&A) is designed to focus on the current year’s activities,
resulting changes, and currently known facts, please read it in conjunction with the District’s financial statements
in this report.

Finzncial Highlights

At December 31, 2008, total assets were $1,820,319, and exceeded liabilities in the amount of $1,424,144
(i.e., net assets). Of the total net assets, $672,078 was unrestricted and available to support short-term
operations, with the balance invested in capital assets, net of related debt.

» Total bonds payable decreased to $266,565 at December 31, 2008 compared to $289,541 at the end of the
prior fiscal period, because of payment of bond principal.

« For the year ended December 31, 2008, user fee revenues (sewer sales) decreased to $284,571 as
compared to $294,483 for the fiscal year ending December 31, 2007. However, total operating
revenues increased to $407,079 as compared to $299,866 for the fiscal year ending December 31,
2008, with the increase due primarily to increases in impact fees.

» The District’s operating expenses increased by $155,883 to $421,238 as compared to $265,355 for
the prior fiscal year. The increase is due primarily to increases in the repairs and maintenance
category of $103,268 due to Hurricane Gustav and for maintenance of system facilities.



Livingston Parish Sewer District One

Management’s Biscussion and Analysis
As of and for the Year Ended December 31, 2008

Overview of the Annual Financial Report

Management’s Discussion and Analysis (MD&A) serves as an introduction to the basic financial statements and
supplementary information. The MD&A presents an overview of management’s examination and analysis of
Washington Parish Gas Utility District No. One’s financial condition and performance.

The firancial statements report information on the District using full accrual accounting methods similar to those
used in the private business sector. Financial statements include the Balance Sheet, Statement of Revenues,
Expenses, and Changes in Net Assets, and the Statement of Cash Flows. The Balance Sheet provides information
about the nature and amount of the District’s resources and obligations at year-end, and provides a basis for
evalualing the capital structure of the District and assessing the liquidity and financial flexibility of the District.

The Staterment of Revenues, Expenses, and Changes in Net Assets, accounts for the revenues and expenses for the
fiscal vear, and provides information on how net assets changed during the year. This statement measures the
success of the District’s operations in a format that can be used to determine if the District has recovered its costs
through user fees and other charges.

The Statement of Cash Flows reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities, and provides information on the source of cash receipts, what the
cash was used for, and the total change in cash for the reporting period.

The notes to the financial statements provide required disclosures essential to an understanding of the financial
statements. The notes present information about the District’s accounting policies, significant account balances
and activities, commitments, contingencies, and subsequent events, if any. Supplementary information includes a
comparative budget schedule, key information schedules on operation of the District, and if applicable, schedules
detailing audit findings and management response, as well as required reports for Single Audit disclosure.

Financial Analysis

The purpose of financial analysis is to help determine whether Livingston Parisk Sewer District One is better off
as a result of the current year’s activities. In this analysis, data from two of the basic financial statements, the
Balance Sheet, and the Statement of Revenues, Expenses, and Changes in Net Assets, are presented below in
condensed format. These statements report the net assets, the difference between assets and liabilities, and the
change in net assets, which provides information for indicating the financial condition of the District. Following
these statements is a separate schedule summarizing and analyzing budget changes for the current fiscal year.



Livingston Parish Sewer District Onc

Management’s Discussion end Analysis
As of and for the Year Ended December 31, 2008

Condensed Balance Sheet

2008 and 2007
Dollar Percentage
2008 2007 Change Change
Assets:
Current and Other Assets £ B72,188 § 852,540 § 19,648 2%
Capital Assets 948,131 888,791 59,340 %
Total Assets 1,820,319 1,741,331 78,988 5%
Liabilities:
Long-Term Debt Qutstanding 242,584 266,560 (23,976} 9%
Other Liabilities 153,591 37,738 115,853 307%
Total Liabilities 306,175 304 268 91,877 30%
Net Assets:
Invested in Capital Assets, Net of Related Debt 669,642 586,232 83,410 14%
Restricted for Capital Activity and Debt Service 82,424 78,959 3,465 4%
Unrestricted 672,078 771,842 {(99,764) -13%
Total Net Assets $ 1,424,144 5 1437033 F  (12,889) -1%

“Current and Other Assets” remained relatively constant from the prior fiscal year.

“Capital Assets” increased by $59,340, reflecting the purchase of two pump stations at $106,828 less the effect of

depreciation recorded on capilal assets of $47,489.

“Total Net Assets” (total assets less total liabilities) decreased by $12,889 for the fiscal year ending December 31,

2008, because of changes in revenues and expenses described below.



Livingston Parish Sewer District OQue
Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Condensed Statement of Reverues, Experses and Changes in Net Assets
2008 and 2007

Year ended Year ended
December December Dollar Percentage

31, 2008 31, 2007 Change Change

Reverwes:

Qperating Revernes ¥ 407079 % 29856 § 107213 3%

Neoroperating Revernes 24,460 30214 (5,759 -19%%
Total Reveries 431,539 330,080 101,459 31%
BExperses:

Depreciation Fxpense 47489 46,639 850 2%%

Otrer Operating Experse 373,749 218716 155,033 T1%

Nonoperating Expense 23,190 15516 7.674 49%%
Total Expenses 444 428 280,871 163,557 S8%
Changes in Net Assets (12,889 40209 (62,098) -126%%
Beginning Net Assets 1,437,033 1,387,824 49209 4%
Ercling Net Assets b 14824144 8 1437033 $  (12389) -1%

While the Balance Sheet shows the change in financial position of net assets, the Statement of Revenues,
Expenses, and Changes in Net Assets provides answers to the nature and scope of these changes. The above table
gives an indication of how Livingston Parish Sewer District One is being conservatively managed.

Total “Operating Revenues” (including sewer fees and charges related to providing sewer services to customers)
increased by $107,213 primarily because of a $108,798 increase in revenue from impact fees. Nonoperating
Revenues, consisting primarily of interest income, decreased by 35,754.

Total operating expenses, other than depreciation, increased by $155,033 from the prior fiscal year reflecting
primarily an increase in the repairs and maintenance category of $103,268 due to Hurricane Gustav and for
maintenance of system facilities. “Depreciation Expense” remained relatively constant, and “Nonoperating
Expenses™ increased by $7,674 primarily because of $8,%61 incurred for storm expenses.

The District showed a loss of $12,889 (change in net assets) for the fiscal year ending December 31, 2008,
primarily due to the effects of Hurricane Gustav and increased costs of operation.



Livingston Parish Sewer District One

Management’s Discassion and Analysis
As of and for the Year Ended December 31, 2008

Budgetary Highlights

Livingston Parish Sewer District One adopts an annual operating budget in accordance with requirements of the
United States Department of Agriculture, Rural Utilities Service. This budget provides an estimate for the current
fiscal year of the proposed expenditures and the revenues that will finance the operations of the District. The
operating budget is adopted before the end of the prior fiscal year, and is amended by the Board of
Commissioners after review of monthly budget-to-actual financial reports. A summary of the approved budget is
presented below in a condensed format summarizing major revenue and expenditure categories, and is followed
by analysis of significant variations between budget and actual amounts. Although not presented as a part of the
basic financial statements, 8 more detailed schedule is also presented in “Schedule 1 - Budgetary Comparison
Schedule”, as supplementary information, following the footnotes to the financial staternents.

Budget vs. Actiral - Fiscal Year enxded December 31, 2008

Budget Actual
Year ended Year ended Favorable
December Decenaber (Un€xvorable)
31, 2008 31, 2008 Variance
Reverues:
Operating Revernes $ 411,500 & 407079 3 {(4,421)
Nonoperating Revernes 17,000 24,460 7.460
Totzl Revenues 428,500 431,539 3,039
Expernses:
Depreciation Expense 48,000 47489 511
Other Operating Expense 368,100 373,749 (5,649)
Nonoperating Expense 25,000 23,190 1,810
Total Expenses 441,100 444,428 (3,328)
Income (1oss) $ {12600) $ (12,889) S (289)

There was no significant variation between budgeted and actual revenues or budgeted and actual expenses.



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Other Significant Trends and Account Changes

Included within this section is first a listing and analysis of general trends and operating data affecting the
operation of the District. This is followed by an analysis of any significant account changes, not included within

other sections of the Management’s Discussion and Analysis.

General Operating Data
December 31, December 31, Increase
2008 2007 (Decrease)
Custorrers 964 11 23
Total Custonrers a4 o1 23
See accountant's report.

Capital Assets and Debt Administration

Capital Assets

At the end of the fiscal year ending December 31, 2008, Livingston Parish Sewer District One had $948,131 (net
of accumulated depreciation) recorded in capital assets. This includes sewer line systems and improvements,
buildings, land, and machinery and equipment used to operate the sewerage system. The changes in capital assets

are presented in the table below,

December December Increase Perceniage
31, 2008 31, 2007 (Decrease) Change

Capital Assets

Land $ 55432 % 55432 % - 10

Utility System 1,465,583 1,362,754 106,829 8o

Buildings 168225 168,225 - 122

Mechinery & Equiprrert 104,775 104,775 - 0%
Subtotal 1,798,015 1,651,186 106,829 %

Less: Accumuilated Depreciation (849.884) (802.395) (47,489) 6%
Net Capital Assets 5 8131 B 888791 % 59,340 756

Capital Assets increased in total by $106,829 with the purchase of two new pump stations.

10



Livingston Parish Sewer District One

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2008

Long-Term Debt

The primary source of long-term financing for Livingston Parish Sewer District One is revenue bonds financed by
the United States Department of Agriculture and revenue refunding bonds financed at a local banking institution.
Interest rates for long-term debt financed through USDA are at annual rate of 5.0%; financing for the revenue
refunding bonds is at 6.0%.

Bonds financed for Livingston Parish Sewer District One do not generally require a specific debt to net income or
net cash flow ratio, but bond restrictions do state that the District must set its sewer rates at a level necessary to
fund debt service requirements and to pay for the normal operating expenses of the District. One measure of the
operating performance of the District is the Debt to Net Assets ratio. This measure, viewed over time, yiclds a
comparison of how the District has maintained a workable ratio of total debt to net resources of the District. An
increase over an extended period of time would indicate that the District is increasing debt in relation to its
operating performance, and management should analyze other factors, such as overall profitability, to ensure that
total debt is increased only in relation to the income that will be eamed by financed expansions. As indicated, the
ratio is only a measure of performance and should be reviewed over an extended period of time in combination
with other factors that indicate the profitability of the District.

December December
31, 2008 31, 2007
Total Long-Term Dett 3 242584 % 266,560
Total Net Assets 1,424,144 1,437,033
Total Long-Term Debx to INet Assets Ratio 17.03%0 18.55%%

Future Economic Plans
The Livingston Parish Sewer District One’s management approach is conservative. The Board actively monitors

revenues and expenses and evaluates the costs of proposed expansion projects. The overall approach is to offer
services at the lowest cost possible but to actively pursue projects that result in better service for customers.

It



Financial Statements
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Statement A
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE

STATEMENT OF NET ASSETS
As of December 31, 2008
2008
Assets
Current Assets:
Cash and Cash Equivalents - Unrestricted $ 140,839
Investments - Unrestricted 534,505
Receivables, Net:
Accounts 23,365
Prepaid Insurance 20974
Total Current Assets 719,683
Restricted Asscts:
Restricted Cash and Cash Equivalents 58,232
Restricted Investments 94,113
Total Restricted Assets 152,345
Property, Plant & Equipment
Land 55,432
Property, Plant and Equipment, Net 892,699
Total Property, Plant, and Equipment 948,131
Other Assets
Meter Deposits 160
Total Other Assets 160
TOTAL ASSETS 1,820,319
Liabilities
Current Liabilities {Payable From Current Assets):
Accounts Payable 117,664
Due to Other Governments 22
Total Current Liabilities (Payatle From Current Assets) 117,686
Current Liabilities (Payable from Restricted Assets)
Accrued Interest Payable 11,924
Revenue Bonds Payable 23,981
Tatal Current Liabilities (Payable from Restricted Assets) 35,905
Long-Term Liabilities:
Bond Payable 242,584
Total Long-Term Liabilities 242,584

Long-Term Liabilities

TOTAL LIABILITIES 396,175
Net Assets
Invested in Capital Assets, Net of Related Debt 669,642
Restricted for:
Capital Projects and Debt Service 82,424
Unrestricted 672 078
Total Net Assets $ 1,424,144

The accompanying notes are an integral part of this statement
-13-



Statement B
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2008

2008
OPERATING REVENUES:
Sewer Fees $ 284,571
Permits & Inspection Fees 112,007
User Fees 10,501
Total Operating Revenues 407,079
OPERATING EXPENSES:
Payroll Taxes & Group Insurance 151
Per Diem 1,980
Billing Costs 11,769
Depreciation 47,489
Insurance 20,454
Other 2,752
Professional Fees 19,703
Repairs and Maintenance 270,161
Supplies 11,559
Utilities 35,220
Total Operating Expenses 421,238
Operating Income (Loss) (14,159)
NON-OPERATING REVENUES
Interest Income 24,460
Interest Expense (14,229)
Storm Expense (8,961)
Total Non-operating Revenues (Expenses) 1,270
Change in Net Assets (12,889)
Total Net Assets, Beginning 1,437,033
Total Net Assets, Ending 5 1,424,144

The accompanying notes are an integral part of this statement
-14-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2008

Cash Flows From Operating Activities

Received From Customers
Payments for Operations
Payments to Employees

Net Cash Provided by Operating Activities

Cash Flows From Capital and Related Financing Activities

Proceeds from sale of Cap

ital Acquisitions

{Payments for) Storm Expenses
Principal Proceeds from (Repayments for) Long-Term Debt
Interest Payments for Long-Term Debt

Net Cash (Used) by Capital and Related Financing Activities

Cash Flows From Investing Activities

Receipt of Interest

Proceeds from sale (Payments) for Investments

Net Cash Provided by 1

nvesting Activities

Net Cash Increase {Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Reconciliation of Cash & Cash Equivalents to the Statement of Net Assets

Cash & Cash Equivalents,
Cash & Cash Equivalents,

Unrestricted
Restricted

Total Cash & Cash Equivalents

Statement C

$ 407,852
(371,661)

{151)
36,040

(8,961)
(22,976)

(15,323)
(47,260)

24,460

(58,015)
(33,555)

(44,775)
243,845

—_—

$ 169,071

$ 140,839
58,232
3 199,071

—_—

Reconciliation of Operating Income (Loss) to Net Cash Provided (Used) by Operating Activities

Operating Income (Loss)
Adjustments to Reconcile
by Operating Activities
Depreciation
(Increase} decrease
(Increase) decrease
Increase (decrease)

Operating Income (L.oss) to Net Cash Provided (Used)

in Accounts Receivable
in Prepaid Insurance
in Accounts Payable for Operating Activities

Net Cash Provided by Operating Activities

The accompanying notes are an integral part of this statement
-15-

$ (14,159)

47,489
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(7.181)

9,118

— e
$ 36,040
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

INTRODUCTION

Livingston Parish Sewerage District Number One (the District) was created by the Livingston Parish Police
Jury (now the Livingston Parish Council) on October 26, 1974, pursuant to the provisions of R.S. 33:3811,
et. seq., of the Louisiana Revised Statutes of 1950.

The District is located in Denham Springs, Louisiana. The purpose of the District is to provide sanitation
services to customers within the boundaries of the District. The board is composed of three board members
appointed by the Livingston Parish Council. Board members are compensated for meeting attendance at the
rate of $60.00 per meeting.

GASB Statement No. 14, The Reporting Entity, established criteria for determining the governmental
reporting entity and component units that should be included within the reporting entity. Under provisions
of this Statement, the [ivingston Parish Sewer District One is considered a component unit of the
Livingston Parish Council. Asacomponentunit, the accompanying financial statements should be included
within the reporting of the primary government, either blended into those financial statements or separately
reported as discrete component units.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A, Measurement Focus and Basis of Accounting and Financial Statement Presentation

The District’s financial statements are prepared on the full accrual basis in accordance with
accounting principles generally accepted in the United States of America. The District
applies all Governmental Accounting Standards Board (GASB) pronouncements as well as
Financial Accounting Standards Board (FASB) statements and interpretations, and the
Accounting Principle Board (APB) of the Committee On Accounting Procedure, issued on
or before November 30, 1989, unless those pronouncements conflict or contradict with
GASB pronouncements,

These financial statements are presented in conformance with GASB StatementNo, 34, Basic
Financial Statements, Management’s Discussion and Analysis, for State and Local
Governments. Statement No. 34 established standards for financial reporting, with
presentation requirements including a statement of net assets (or balance sheet), a statement
of activities and changes in net assets, and a statement of cash flows. The District has also
adopted the provisions of GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, that require capital contributions to the District be presented as
a change in net assets,
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

All activities of the District are accounted for in a single proprietary (enterprise) fund.
Proprietary funds are used to account for operations that are financed and operated in a
manner similar to private business enterprise, where the intent of the governing authority is
that the cost (expenses, including depreciation) of providing services on a continuing basis
be financed or recovered primarily through user charges.

The government-wide financial statements report information on all of the nonfiduciary
activities of Livingston Parish Sewerage District One. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include I) charges
to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
All individual governmental funds and individual enterprise funds are reported as separate
columns in the fund financial statements. The Livingston Parish Sewerage District One has
no governmental funds and only one proprietary fund.

Under the accrual basis of accounting, revenues are recognized when earned and expénses
are recognized at the time the liabilities are incurred.

The term focus denotes what is being measured and reported in the District’s operating
statement. Financial operations of the District are accounted for on the flow of economic
resources measurement focus. With this measurement focus, all of the assets and liabilities
available to the District for the purpose of providing goods and services to the public are
included on the balance sheet. The activity statement includes all costs of providing goods
and services during the period.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the proprietary funds are user charges for the services
provided by the enterprise funds. Operating expenses for enterprise funds and internal
service funds include the cost of sales and services, administrative expenses, and
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Cash and Cash Equivalents

Cash includes amounts in demand deposits, interest-bearing demand deposits, and money
market accounts. Cash equivalents include amounts in time deposits and those investments
with original maturities of 90 days or less. State law and the District’s investment policy
allow the District to invest in collateralized certificates of deposit, government-backed
securities, commercial paper, the state-sponsored investment pool, and mutual funds
consisting solely of government-backed securities.

Investments

Investments are limited by Louisiana Revised Statute (R.S.) 33:2955 and the District’s
investment policy. If the original maturities of investments exceed 90 days, they are
classified as investments; however, if the ariginal maturities are 90 days or less, they are

classified as cash equivalents.

The following disclosures are required by GASB Statement No. 31:

. The District uses the quoted market prices to estimate the fair value of the
investments.
. None of the investments are reported at amortized cost.
. There is no involuntary participation in an external investment pool.
Inventories

Purchases of various operating supplies are regarded as expenditures at the time purchased,
and inventories of such supplies (if any) are not recorded as assets at the close of the fiscal
year. As of December 31, 2008, the District had no significant inventory.

Prepaid Items

Payments made to vendors that will benefit periods beyond the end of the current calendar
year are recorded as prepaid items. Prepaid items consist of prepaid insurance premiums.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Restricted Assets

Certain proceeds of the enterprise fund revenue bonds, as well as certain resources set aside
for their repayment, are classified as restricted assets because their use is limited by
applicable bond covenants.

Capital Assets

Capital assets of the District are defined by the District as assets with an initial, individual
cost of more than $500, and an estimated useful life in excess of one year. Capital assets are
tecorded at either historical cost or estimated historical cost. Donated assets, including water
systems donated for continued maintenance by the District, are valued at their estimated fair
market value on the date donated. Depreciation of all exhaustible fixed assets is charged as
an expense against operations. Depreciation is computed using the straight-line method over
the estimated useful lives of the assets, as follows:

All capital assets, other than land, are depreciated using the straight-line method over the
following useful lives:

Estimated

Description Lives
Infrastructure assets 40
Land improvements 40
Buildings and building improvements 40
Furniture and fixtures 5-10
Vehicles 5
Equipment 3-10

The costs of normal maintenance and repairs that do not add to the value of the asset or
materiality or extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is included as part of the
capitalized value of the assets constructed.

Compensated Absences

Employees of the District can earn leave based on the number of hours worked each pay

period. At this time the District has no provisions for leave carryover; therefore, a leave
accrual was not recorded in the financial statements.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Long-Term Obligations

Long-term liabilities are recognized within the Enterprise Fund. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds.
Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt using the effective interest method.

Net Assets

GASB Statement No. 34, Basic Financial Statements, Management’s Discussion and
Analysis, for State and Local Governments, requires classification of net assets, the
difference between the District’s assets and liabilities, into three components, as described
below:

. Invested in capital assets, net of related debt - This component of net assets
consists of capital assets, including restricted capital assets, net of
accumnulated depreciation and reduced by the outstanding balances of any
bonds, or indebtedness aftributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent proceeds at
year-end, the portion of the debt attributable to the unspent proceeds is not
included in the calculation of invested in capital assets, net of related debt.
Rather, that portion of the debt is included in the same net assets calculation
as unspent proceeds.

. Restricted - This component of net assets consists of constraints placed on net
asset use through external constraints imposed by creditors (such as through
debt covenants), grantors, contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions
or enabling legislation.

. Unrestricted - This component of net assets conststs of net assets that do not
meet the definition of “restricted” or “invested in capital assets, net of related
debt™.

Extraordinary and Special Items
Extraordinary items are transactions or events that are both unusual in nature and infrequent

in accurrence. Special items are transactions or events within the control of the municipality,
which are either unusual in nature or infrequent in occurrence.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisianz
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

assumptions that effect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

CASH AND CASH EQUIVALENTS

AtDecember 31, 2008, the District had cash and cash equivalents (book balances) totaling $199,071,
as follows:

December 31, 2008
Demand Deposits 5 140,839
Trust Funds 58,232
Total 3 199,071

These deposits are stated at cost, which approximates market. Under state law, these deposits (or
the resulting bank balances) must be secured by federal deposit insurance of the pledge of securities
owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit
insurance must at all times equa! the amount on deposit with the fiscal agent. These securities are
held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually
acceptable to both parties.

At December 31, 2008, the District has $201,702 in cash and ¢ash equivalents deposits (collected
bank balances), consisting of $143,470 in demand deposits and $58,232 in Trust Funds. The
demand deposits of $143,470 are secured from risk by $250,000 of federal deposit insurance and the
$58,272 of Trust Funds consists of United States treasury securities not required to be collateralized.

In addition, at December 31, 2008, the District also has $628,618 in certificates of deposits
categorized as investments. The $628,618 consists of a $34,748 certificate of deposit at one bank
fully collateralized by federal deposit insurance, and $593,870 of certificates of deposit secured from
risk by $250,000 of federal deposit insurance and $343,870 of pledged securities held by the
custodial bank in the name of the fiscal agent bank (GASB Category 3).

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions
of GASB Statement 3, Louisiana Revised Statutes 39:1229 imposes a statutory requirement on the
custodial bank to advertise and sell the pledged securities within 10 days of being notified by the
District that the fiscal agent has failed to pay deposited funds upon demand.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

Deposits (bank balances) secured at December 31, 2008, are as follows:

Category 1 — Insured by FDIC or collateralized with securities held by the Board or by its agent in
its name.

Category 2 — Uninsured but collateralized with securities held by the pledging financiat institution’s
trust department or agent in the Board’s name.

Category 3 — Uninsured and uncollateralized; or collateralized with securities held by the pledging
financial institution, or by its trust department or agent but not in the Board’s name; or collateraljzed
with no written or approved collateral agreement.

Custody Credit Risk Category Not Required
Total Bank To Be Total Carrying
Type of Deposits Balance 1 2 3 Collateralized Value

Cash and Cash Equivalents < 143470 § 143 470 - - -3 140,839

Certificates of Deposit 628 618 284,747 -3 343,871 - 628,618
{Whth original matunties in excess of three months)

Restricted Assets - Trust Accounts 58,232 - - -3 58,232 58,232

Total Deposits $ 830,320 § 428,217 -3 343,871 § 58,232 § 827,689

INVESTMENTS

Investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the District or its agent in the District’s
name.
2. Uninswred and unregistered, with securities held by the counter party’s trust

department or agent in the District’s name.

3. Uninsured and unregistered, with securities held by the counter party, or by its trust
department or agent, but not in the District’s name.

All investments held by the District fall into Category 1 credit risk, defined as: “insured or registered,
or securities held by the District or its agent in the District’s name”. In accordance with GASB 31,
Accounting and Financial Reporting for Certain Investments and for External Invesiment Pools, all
investments are carried at fair vaiue, with the estimate of fair value based on quoted market prices.

All investments are stated on the balance sheet {catrying value) at market value. All investments are

in the name of the District and are held at the District’s office. Because their investments are in the
name of the District and are held by the District or the District’s agent, the investments are considered
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

insured and registered, Category (1), in applying the credit risk of GASB Codification Section
[50.164.

RECEIVABLE

At December 31, 2008, the District recorded $23,365 in customer accounts receivable. Billing
services for the District are contracted with Ward 2 Water District of Livingston Parish and the City
of Denham Springs. Accounts receivable at fiscal year-end includes the amounts collected but not
yet remitted to the District. Customer accounts are written off as deemed uncollectible and any
allowance for uncollectible accounts is deermed immaterial at fiscal year end.

RESTRICTED ASSETS

The following is a summary of restricted assets at December 31, 2008:

December
31, 2008
Restricted Cash and Cash Equivalents
Bond Reserve Account b 14,023
Bond Contingency Account 27,269
Bond Sinking Account 16,940
Restricted Investments
Bond Reserve Account 24.192
Bend Contingency Account 51,797
Bond Sinking Account 18,124
Total Restrictad Assets $ 152345
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

6. CAPITAL ASSETS

A summary of changes in capital assets during the fiscal year ending December 31, 2008, is as

follows:
Beginning Ending
Balance Additions and Deletions and Balance
12/31/07 Reclassifications ~ Reclassifications 12/31/08
Capital Assets Being Depreciated
Utility System $ 1,362,754 $ 106,828 - 3 1,469,583
Buildings 168,225 - - 168,225
Machinery & Equipment 104,775 - - 104,775
Total Capital Assets Being Depreciated $ 1,635,754 b3 106,828 - % 1,742,583
Less Accumulated Depreciation
Utility System (739,992) (34,299) - (774,291)
Buildings (357) (4,206) - (4,563)
Machinery and Equipment (62,046) (8,984) - {71,030}
Capital Assets Being Depreciated, Net (802,395) (47,489) - (849,884)
Land 55,432 - - 55,432
Construction in Progress - - - -
Total Capital Assets, Net $ 888,791 § 59,339 - 3 048,131

During the fiscal year ending December 31, 2008, capital assets increased by $106,828 for the purchase
of two pump stations. All assets are depreciated under the straight-line method. Depreciation expense
for the fiscal year ending December 31, 2008, totaled $47 489,
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

7. LONG-TERM DEBT

The following is a summary of loan transactions of the Sewer District for the yearending December

31,2008:
Beginning Ending Due Within
Description Balance Additions Deletions Balance One Year
Long-Term Debt
USDA 1984 Revenue
Bonds, Loan 92-01 $ 204,541 - 3 (7,976) § 196,565 % 7,981
Sewer Revenue Refund
Bonds, Series 1997-A 85,000 -3 {15,000) 70,000 16,000
Total Long-Term Debt $ 289,541 - § (22,976) § 266,565 § 23,981
Bonds Payable as of December 31, 2008, are as follows:
December 31,
2008
Revenue Bond $307,000
Sewer Revenue Bonds, Loan 92-01 sold to Rural Utility
Service
Dated 02/28/1984 due in annual installments of principal and
interest of $18,203 through 02/28/2024 - interest at 5.0% b 196,565
Revenue Bond  $198,000
Sewer Revenue Refunding Bonds, Series 1997-A
Dated 05/13/1997 due in annual installments of principal and
interest varying from $18,405 to $20,780 through 02/28/2012 -
interest at 6.0% $ 70,000
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

The annua! requirements to amortize all long-term debt outstanding at December 31, 2008,
including interest payments of $105,483 are as follows:

Series 1997-A

USDA 1984 Revenue
Year Ending Revenue Bonds Refunding
12/31/08 $307,0000 Bonds $198,000 Total
2009 $ 18203 $ 20200 38,403
2010 18,203 20,240 38,443
2011 18,203 20,220 38,423
2012 18,203 20,140 38,343
2013 18,203 - 18,203
2014 t0 2018 91,015 - 91,015
2019 to 2023 91,015 - 91,015
2024 to 2028 18,203 - 18,203
Total $ 291,248 b 30,800 3 372,048

FLOW OF FUNDS, RESTRICTIONS ON USE

On February 28, 1984, the District issued $307,000 of United States Farmers Home Administration
(now referred to as USDA) Sewer Revenue Bonds. The bonds were issued at an annual interest rate
of 5.0%, and are due in annual installments of $18,203 through February 28, 2024.

On May 13, 1997, the District issued $198,000 of Sewer Revenue Refunding Bonds, Series 1997-A,
at an interest rate of 6.0%, with the bonds maturing on February 28, 2012. These bonds were issued
in parity with the 1984 USDA Bonds and the bond restrictions described below apply to both
outstanding revenue bonds.

Sewerage System Bond and Interest Sinking Fund (the Sinking Fund). Each month the
District shall transfer from the Sewer Revenue Fund to the regularly designated fiscal agent
bank of the Issuer (which must be a member of the Federal Deposit Insurance Corporation),
monthly in advance on or before the 20" day of each month of each year a sum equal to %
of the principal and interest falling due on the next principal and interest payment date,
together with such additional proportionate sums as may be required to pay said principals
and interest as the same respectively become due. Money in the Sinking Fuad shall be
deposited as trust funds and shall be used solely and is hereby expressly and exclusively
pledged for the purpose of paying principal and interest on the bond and parity bonds. Said
fiscal agent shall make available from the revenue bond sinking fund to the paying agent
such funds as are available from the Sinking Fund, at least ten days in advance of the date

-27-



LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

on which each payment of principal or interest falls due, funds fully sufficient to pay
promptly the principle and interest so falling due on such date. At fiscal year end, all
required bond and interest installments for the District had been made as required, and the
Sinking Fund was fully funded.

Sewerage System Revenue Bond Reserve Fund (the Reserve FFund): Each month the District
must transfer into the Reserve fund, monthly in advance on or before the 20% day of each
month of each year, a sum as equal to 5% of the sum required by applicable bond covenants,
such payments to continue until an amount of money has been accumulated in the Reserve
Fund equal to the highest combined principal and interest requirements for a succeeding
twelve (12) month period on such bonds payable from the Reserve Fund. The amount that
must be deposited each month to the Reserve Fund is equal to 5% of the required monthly
interest and principal installments for outstanding parity bonds.

The money in the Reserve Fund is to be retained solely for the purpose of paying the
principals of interest on bonds payable from the Sinking Fund as to which there would
otherwise be default. In the event that additional pari passu bonds are issued hereafter in the
manner provided by the resolution, there shall be transferred from the Sewerage System
Revenue Fund into the Revenue Bond Sinking Fund, monthly or annually, such amounts (as
may be designated in the resolution authorizing the issuance of such pari passu bonds) as will
increase the total amount on deposit in the Reserve Fund within a period not exceeding five
(5) years from the day of delivery of the parity bonds to a sum equal to the highest combined
principal and interest requirements in any succeeding fiscal year on ali outstanding bonds
issued pursuant to the terms of this resolution, including such pari passu bonds. At fiscal
year end, all required Reserve Fund monthly deposits for the District had been made as
required, and the reserve Fund was fully funded.

Sewerage System Depreciation and Contingency Fund (the Depreciation and Contingency
Fund): Each month the District shall transfer from the Sewerage System Revenue Fund an
amount monthly in advance on or before the 20® day of each month of each year beginning
with the first month following completion of the improvements and extensions to the System
financed with the proceeds of the Bonds, the sum equal to 5% of the amount, but not less that
$168 per month for each parity bond, to be paid monthly into the Sinking Fund. All monies
in the Depreciation and Contingency Fund may be drawn on and used by the District for the
purpose of paying the cost of unusual or extraordinary maintenance, repairs, replacements
and extensions, and the costs of improvements to the Sewerage System will either enhance
its revenue-producing capacity or provide a higher degree of service. In the event the
available balances in the Revenue Bond Sinking Fund and Sewerage System Revenue Bond
Reserve Fund are insufficient, monies on deposit in the Depreciation and Contingency Fund
shall be transferred in such amounts as are necessary to eliminate the deficiencies,
respectively, in the Revenue Bond Sinking Fund and Reserve Fund. At fiscal year end, all
required Depreciation and Contingency Fund monthly deposits for the District had been
made as required, and the Depreciation and Contingency Fund was fully funded.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
Denham Springs, Louisiana
Notes to the Financial Statements
As of and for the Year Ended December 31, 2008

RESTRICTED AND DESIGNATED NET ASSETS

At December 31, 2008, Livingston Parish Sewer District One recorded $152,345 in Restricted Net
Assets (Restricted for Capital Activity and Debt Service), representing the District’s funds restricted
by revenue bond debt covenants, contracts with customers for meter deposits, and the unspent
portion of capital debt related to amounts restricted for capital projects less liabilities related to these
restricted funds. A liability relates to restricted assets if the asset results from incurring the liability
or if the liability will be liquidated with the restricted assets.

INTERGOVERNMENTAL AGREEMENT

Billing services for the District are contracted to the City of Denham Springs and Waterworks
District No. 2 of Livingston Parish. In addition, the District maintains contracts for sewer
maintenance, primarily with Livingston Parish Sewer District No. 2, and paid a total of $147,732,
to outside parties for sewer maintenance for the fiscal year ending December 31, 2008.

RISK MANAGEMENT

The District is exposed to various risks of loss related to theft, damage, or destruction of assets, torts,
injuries, natural disasters, and many unforeseeable events. The District purchases commercial
insurance policies and bonds for any and all claims related to the aforementioned risks. The
District’s payment of the insurance policy deductible is the only liability associated with these
policies and bonds.

LITIGATION

According to the District’s legal counsel, there is no pending litigation against Livingston Parish
Sewer District One.

OTHER MATTERS
At the time of the issuance of these financial statements there were ongoing investigations
conducted by multiple levels of governmental authorities. The specifics of the matters under

investigation were not available for inclusion in these financial statements. It is our understanding
that one or more reports will be issued upon conclusion of those investigations.
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Schedule 1
LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
BUDGET TO ACTUAL COMPARISON
For the Year Ended December 31, 2008

Variance
2008 2008 Favorable
Budget Actual {(Unfavorable)
Operating Revenues
Sewer Fees $ 290,000 $ 284,571 s (5,42%)
Permits & Inspection fees 111,500 112,007 307
User Fees 10,000 10,501 501
Total Operating Revenues 411,500 407,079 (4,421)
Operating Expenses
Payroll Taxes & Group Insurance 150 151 (1)
Per Diem 1,900 1,980 (80)
Billing Costs - 5,350 11,769 (6,419)
Depreciation 48,000 47,489 511
Insurance 32,000 20,454 11,546
Other 3,200 2,752 448
Professional Fees 19,000 19,703 (703)
Repairs and Maintenance 269,500 270,161 {661)
Supplies 7,000 11,559 (4,559)
Utilities 30,000 35,220 (5,220)
Total Operating Expense 416,100 421,238 (5,138)
Operating Income (Expenses) (4,600) {14,159 (9,559
Non-operating Revenues (Expenses)
[nterest Income 17,000 24,460 7,460
Interest Expense (16,000) (14,229) (1,771)
Storm Expense {9,000) {8,961) 39
Total Non-QOperating Revenue (Expense) (8,000) 1,270 3,728
Change in Net Assets {(12,600) (12,889)
Total Net Assets, Beginning 1,437,033 1,437,033
Total net Assets, Ending $ 1,424,433 § 1,424,144

The accompanying noles are an integral part of this statement
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Insurance Company/

Livingston Parish Sewer District Number One

Schedule of Insurance

For the Year Ended December 31, 2008

Schedule 2

Policy Number Coverage Amount Period
American Alternative Commercial Property $6,736,500  10/31/2008 to 10/31/2009
Insurance Corp (AAIC)  General Liability:

Policy # SD-1S-SP General Aggregate $3,000,000
9153563-1/0 Each Occurrence $1,000,000
Management Liabiity:
General Aggrepate $3,000,000
Each “Wrongful Act” or Offense $1,000,000
Equipment Floater (As Scheduled)  § 164,687
CNA Surety Co.
Employee Dishonesty (Position
Bond # 0601 18279338  Schedule) § 150,000 09/17/2008 to 09/17/2009
Louisiana Workers Workers Comp at Statutory
Comp Corp Limitations: 03/24/08 to 03/24/2009
Employers’ Liability (each
Policy # CAP 15296-B  accident) $ 100,000
Employees’ Liability (each
accident) $ 100,000
Trinity Universal Commercial Auto:
Policy # CAP Liability (Comb. Single Limit-
0012117102 CSL) $ 500,000 03/16/2008 to 03/16/2009
Uninsured Motorist (CSL) $ 500,000

Physical Damage (As Scheduled)

Note: The Employee Dishonesty Bond described above is issued separately for Livingston Parish
Sewer District Number One. Other policies are issued jointly for Livingston Parish Sewer District
Number One and Livingston Parish Sewer District Number Two.
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Livingston Patish Sewer District Number One

Schedule of Compensation Paid to Board of Commissioners

For the Year Ended December 31, 2008

Schedule 3

Name and Title/ Compensation

Contact Number Address Received Term Expiration
Layton Ricks, President 451 Brenda Drive
(225) 665-7816 Denham Springs, LA 70726 § 600 Until Re-appointed
Michael Dougay, Board Member 8464 Harold Drive
(225) 791-8295 Denham Springs, LA 70726 660  Until Re-appointed
Michael R. Swain, Board Member 443 Brenda Drive
(225) 665-1931 Denham Springs, I.A 70726 720 Unul Re-appointed
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Livingston Parish Sewer District Number One
Schedule of Sewer Rates
For the Year Ended December 31, 2008

Schedule 4

Effective June 1, 2008, a $300.98 Tap Fee (plus road bore) plus additional Impact Fee was

established as indicated below;

Sewer Fees Impact Fee Tap Fees
$9.90 - First 2,000 Gallons A 1,547 3/4" Tap
2.52 - Per next 1,000 Gallons of Water up to 5,000 $ 1,602 1" Tap
Gallons
2.12 - Per next 1,000 Gallons of Water up to 10,000 h 4,776 & 14" Tap
Gallons
1.37 - Per next 1,000 Gallons of Water over 10,000 5 19,923 2" Tap
Gallons
$ 21,299 3" Tap
5 51,653 4" Tap
$ 109,926 6" Tap
$ 314,819 8" Tap
Schedule §

Livingston Parish Sewer District Number One
Schedule of Sewer Customers
For the Year Ended December 31, 2008

As of December 31, 2008, the District had the following number of customers:

December 31, 2008

Customers

964

Total Customers

964

Y



OTHER REPORTS REQUIRED BY
GOVERNMENT AUDITING STANDARDS

The following pages contain a report on compliance with laws and regulations and on internal control over
financial reporting as required by Government Auditing Standards, issued by the Comptroller General of
the United States. This report is based solely on the audit of the financial statements and includes, where
appropriate, any reportable conditions and/or material misstatements in internal control or compliance

matters that would be material to the presented financial statements.
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LEROY J. CHUSTZ, CPA, APAC
I PO, BOX 158

DENHAM SPRINGS, LA 70727
225/667-2700
Fax: 225/667-3553

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board Members of
Livingston Parish Sewer District One
Denham Springs, Louisiana

I have audited the basic financial statements of Livingston Parish Sewer District One, Denham Springs,
Louisiana, a component unit of the Livingston Parish Council, as of and for the year ended December 31,
2008, and have issued my report thercon dated July 26, 2009. I conducted my audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the Livingston Parish Sewer District One’s internal control
over financial reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Livingston
Parish Sewer District One’s internal control over financial reporting. Accordingly, I do not express an opinion
on the effectiveness of the Livingston Parish Sewer District One’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness 1s a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.

My consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. I did not
identify any deficiencies in internal control over financial reporting that I consider to be material
weaknesses, as defined above.

Compliance

As part of obtaining reasonable assurance about whether the Livingston Parish Sewer District One’s
financial statements are free of material misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determmation of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, I do not
express such an opinion. The results of my tests disclosed one instance of noncompliance that is required
to be reported under Government Auditing Standards and the Louisiana Governmental Audit Guide and
which is identified as 2008-1 in the accompanying Schedule of Findings and Questioned Costs.
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This report is intended solely for the information and use of Livingston Parish Sewer District One’s
management, pass-through entities, and the Legislative Auditor, and is not intended to be and should not be
used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

Certified Public Accountant, APAC
July 26, 2009
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2008

I have audited the basic financial statements of Livingston Parish Sewer District Number One as of and for
the year ended December 31, 2008, and have issued my report thereon dated July 26, 2009. I conducted my
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, 1ssued by the
Comptroller General of the United States. My audit of the financial statements as of December 31, 2008,
resuited in an unqualified opinion.

Section I Summary of Auditor’s Reports

Al Report on Internal Control and Compliance Material te the Financial Statements

Internal Control
Material Weaknesses O Yes ® No  Significant Deficiencies O Yes B No

Compliance
Compliance Material to Financial Statements ® Yes O No

B. Federal Awards R Not Applicabie

Internal Control
Material Weaknesses O Yes ONo Reportable Conditions 8 Yes O Ne

Type of Opinion On Compliance Unqualified O Qualified O
For Major Programs Disclaimer O Adverse O

Are there findings required to be reported in accordance with Circular A-133, Section .510(a)?
OYes ENo

Was a management letter issued? O Yes O No

C. Identification of Major Programs:

CFDA Number(s) Name of Federal Program (or Cluster)
Dollar threshold used to distinguish between Type A and Type B Programs: $
Is the auditee a ‘low-risk” auditee, as defined by OMB Circular A-1337 DYes ONo
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended December 31, 2008

Section I1 Financial Statement Findings

2008-1 Timely Issuance of Audited Financial Statements
NON COMPLIANCE

Condition

Louisiana Revised Statute 24:517 requires that audited financial statements be issued within six months of
the close of the fiscal year.

Finding

The audited financial statements of the year ended December 31, 2008, were not issued timely as required
by the above statute.

Recommendation

The District should issue its audited financial staiements within six months of the close of the fiscal year for
all future periods.

Management's Response

Management contracted with an accounting firm to compile generally accepted financial statements however
the firm did not finish the compilation until mid June, 2009. Management intends to require earlier
completion of the compilation for the year 2009.

Section ITI Federal Award Findings and Questioned Costs

No Section III Findings.
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LIVINGSTON PARISH SEWER DISTRICT NUMBER ONE
SCHEDULE OF PRIOR YEAR FINDINGS
For the Year Ended December 31, 2008

SECTION I INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FINANCIAL
STATEMENTS

2007-1 Possible Ethics Violation Status: Resolved

SECTION 11 INTERNAL CONTROL AND COMPLIANCE MATERIAL TO FEDERAL AWARDS

No Section II Findings.

SECTION LI MANAGEMENT LETTER

No Section 11l Findings.
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LEROY J. CHUSTZ, CPA, APAC

DENHAM SPRINGS, LA 70727
225/867-2700
Fax; 225/667-3553

July 23, 2009

To the Board of Commissioners of
Livingston Parish Sewer District One

1 have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Livingston Parish Sewer District One for the year ended December 31, 2008, and have issued
my report thereon dated July 26, 2009. Professional standards require that I provide you with the following
information related to my audit.

My Responsibility under U.S. Generally Accepted Auditing Standards and Government Auditing Standards

As stated in my engagement letter dated July 21, 2008, my responsibility, as described by professional
standards, is to express opinions about whether the financial statements prepared by management with your
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. My audit of the financial statements does not relieve you or management of your responsibilities.

As a part of my audit, | considered the internal control of Livingston Parish Sewer District One. Such
considerations were solely for the purpose of determining my audit procedures and not to provide any
assurance concerning such internal control.

As a part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, | performed tests of Livingston Parish Sewer District One’s compliance with certain provisions
of laws, regulations, contracts, and grants. However, the objective of my tests was not to provide an opinion
on compliance with such provisions.

My responsibility is to plan and perform the audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement.

I am responsible for communicating significant matters related to the audit that are, in my professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, | am not
required to design procedures specifically to identify such matters.

My responsibility for other information in documents containing the entity’s financial statements and report
does not extend beyond the financial information identified in the report. 1 do not have an obligation to

perform any procedures to corroborate other information contained in these documents, such as
management’s discussion and analysis and supplementary budgetary statements.

Planned Scope and Timing of the Audit

I performed the audit according to the planned scope and timing previously communicated to you in my
Entrance Memorandum about planning matters on November 19, 2008.
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Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In accordance with
the terms of my engagement letter, I will advise management about the appropriateness of accounting policies
and their application. The significant accounting policy used by Livingston Parish Sewer District One is
described in Note 1 to the financial statements; no new accounting policies were adopted and the application
of existing policies was not changed during 2008. I noted no transactions entered into by the governmental
unit during the year for which there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different period than when the
transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive gstimate affecting the financial statements was:

Management’s estimate of the depreciation expense and useful life of capital assets is based on policy
guidelines. I evaluated the key factors and assumptions used to develop the capital asset policy in
determining that it 1s reasonable in relation to the financial statements taken as a whole.
The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to financial statement users. The most

sensitive disclosure affecting the financial statements was:

The disclosure of capital assets and the related depreciation expense. Since 52% of total assets are
comprised of depreciable capital assets, the estimate of useful lives is particularly significant.

Difficulties Encountered in Performing the Audit

I encountered no significant difficulties in dealing with management in performing and completing my audit.
Corrected and Uncorrected Misstatements

Professional standards require me to accumnulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management. No
adjustments were identified in the course of my audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to my satisfaction, that could be significant

to the financial statements or the auditor’s report. I am pleased to report that no such disagreements arose
during the course of my audit.
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Management Representations

I have requested certain representations from management that are included in the management representation
letter dated July 26, 2009.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the government unit’s financial staternents or a determination of the type of
auditor’s opinion that may be expressed on those statements, my professional standards require the consulting
accountant 1o check with me to determine that the consultant has all the relevant facts. To my knowledge,
there were no such consuitations with other accountants.

Other Audit Findings or Issues

I generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the government unit’s auditor, However, these
discussions occurred in the normal course of my professional relationship and my responses were not a
condition to my retention.

This information is intended solely for the use of the members of the beard and management of Livingston
Parish Sewer District One and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

Leroy 4 (Fnatly
Leroy J. Chustz, CPA, APAC
July 26, 2009
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